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March 20, 2018

Minutes of the regular meeting of the New York Power Authority’s Governance
Committee held at the Clarence D. Rappleyea Building, 123 Main Street, White Plains, New York,
at approximately 8:00 a.m.

The following Members of the Governance Committee were present:
Eugene L. Nicandri, Acting Chair
Anthony Picente, Jr.

Dennis Trainor

Dr. Anne Kress - Excused
John Koelmel - Excused

Also in attendance were:

Tracy McKibben Trustee

Gil Quiniones President and Chief Executive Officer

Justin Driscoll Executive Vice President and General Counsel

Kristine Pizzo Senior Vice President - Human Resources and
Enterprise Shared Services

Soubhagya Parija Senior Vice President and Chief Risk Officer

Angela Gonzalez Senior Vice President - Internal Audit

Robert Piascik Senior Vice President and Chief Information Officer

Karen Delince Vice President and Corporate Secretary

Joseph Gryzlo Vice President and Chief Ethics & Compliance Officer

John Canale Vice President - Strategic Supply Management

Ruth Colén Vice President - Enterprise Shared Services

Lorna Johnson Senior Associate Corporate Secretary

Sheila Baughman Senior Assistant Corporate Secretary

Jaiah Gottor Lead Network Analyst — Infrastructure

Glen Martinez Senior Network Analyst — Infrastructure

Acting Chair Nicandri presided over the meeting. Corporate Secretary Delince kept the Minutes.
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Introduction

Acting Chair Nicandri welcomed committee members and Authority senior staff to
the meeting. He said the meeting had been duly noticed as required by the Open

Meetings Law and called the meeting to order pursuant to Section B(4) of the Governance

Committee Charter.
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1. Adoption of the Proposed Meeting Agenda

Upon motion made by Trustee Picente and seconded by Trustee Trainor, the Agenda for

the meeting was adopted.
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2. CONSENT AGENDA:

Acting Chair Nicandri said that, with the concurrence of the Committee members, the
item titled “Procurement and Related Reports” will be moved to the Discussion Agenda.

Upon motion made by Trustee Trainor and seconded by Trustee Picente, the Consent
Agenda and Reports provided by staff to members of the of the Governance Committee were

approved, as amended.
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a. Approval of the Minutes of the Meeting held on December 12, 2017

Upon motion made and seconded the Minutes of the meeting held on December 12,
2017 was adopted.
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b. Annual Review and Approval of Guidelines for
Procurement Contracts, Disposal of Personal
Property and Expenditure Authorization Procedures

The Vice President of Strategic Supply Management provided the following report:
“‘SUMMARY

This report is to request that the Governance Committee review and recommend for
approval by the full Board of Trustees the revised Expenditure Authorization Procedures (‘EAPS’),
and Guidelines for Procurement Contracts and for the Disposal of the Authority’s Personal
Property, respectively. The Governance Committee is also requested to review and recommend
for approval by the full Board of Trustees the revised EAPs, and Guidelines for Procurement
Contracts and for the Disposal of Authority Personal Property, respectively.

BACKGROUND

Pursuant to Subsection C.5 of the Authority’'s Governance Committee Charter relating to
Reports, the Vice President of Strategic Supply Management is required to report to the
Committee at all regularly scheduled meetings and the Committee has the authority to require
Procurement and other staff to prepare additional reports and to produce documents for the
Committee’s review.

The following are changes to the Guidelines for Procurement Contracts as fully detailed
in Exhibits ‘2b-A’ and ‘2b-A-1":

1. The addition of certain definitions, including ‘Disadvantaged Business Entity,’
‘Operations and Maintenance’ and ‘Capital Projects.’

2. Clarification of certain solicitation requirements, specifically noting how prospective
bidders may be prequalified for invitation to NYPA’s procurement events.

3. Adding the value of contracts (as $5,000 or greater) to Section 6, ‘Award of Contract,’
Sub-sections A, B and C, respectively, to align the Award section with the definition
of a procurement contract. This will serve to clarify that multi-year awards on
contracts less than $5,000 are not to be escalated for Trustee review and approval.

4. Adding the Contract Appendix ‘P, ‘Information Security Requirements for Vendors
and External Partners’ which addresses an update concerning Cyber Security, and
more specifically, compliance with New York State Internet Security and Privacy Act,
NY State Technology Law § 201 et seq. and the Notification of Unauthorized
Acquisition of Private Information, NY Gen. Bus. § 899-aa.

5. There were minor edits to Section 10, ‘Supplier Diversity Program Requirements’ to
clarify requirements and deliverables.

6. Finally, Section 12, ‘Disadvantaged Business Enterprise (‘DBE’) Program
Requirements on Projects that are Federally Funded’ was added to address
requirements on certain Federal funded projects (mainly for Canal Corporation.)

The following are changes to the Guidelines for the Disposal of Personal Property as fully
detailed in Exhibits ‘2b-B’ and ‘2b-B-1":

1. There are minor grammatical error corrections.
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2. Under Section IV, ‘Transactions Not Covered’ there are two changes:

a. Will now include Canal Corporation locations such that transfers of personal
property between NYPA and Canal Corporation are the same as transfers of
personal property among NYPA facilities; and

b. Clarifies that disposals of natural gas are covered by the Authority’s Energy
Resource Management Fuels Procedures.

In accordance with Article VII, Section 5 of the Authority’s By-Laws, the Trustees ...shall
adopt expenditure authorization procedures which shall govern the annual budget, capital
expenditure plan, contract executions and all approval authorizations.’

The full Board of Trustees has not adopted NYPA’s EAPs since 2015, and good
governance dictates that these revised EAPs (attached as Exhibit ‘2b-C’ and ‘2b-C-1’) be
presented for Board approval. These exhibits include a clean and original version as redlining
was not viable based on the nature of the changes made. The proposed revisions include edits
from multiple internal stakeholders made through a collaborative effort to update and simplify the
EAP standards.

The reported activities are governed by various state laws and regulations and are set
forth in the attached Reports.

DISCUSSION

Pursuant to the Authority’s implementation of the Public Authorities Accountability Act of
2005 (‘PAAA"), as amended, the Authority’s Governance Committee reviews the Guidelines for
Procurement Contracts and the Guidelines for the Disposal of Authority Personal Property
annually, and approves any changes to such Guidelines. Further, good governance dictates that
the Authority’s EAPs be reviewed for approval by the Trustees. These Guidelines and EAPs
have been amended as deemed advisable and necessary.

FISCAL INFORMATION

There will be no financial impact on the Authority.

RECOMMENDATION

The Governance Committee is requested to review the revisions to the respective
Guidelines and EAPs (as set forth in the copies attached hereto as Exhibits ‘2b-A’ through ‘2b-C-
1" and, if appropriate, to recommend adoption by the full Board at the annual meeting to be held
on March 20, 2018.”
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c. Real Estate Reports

The Vice President of Enterprise Shared Services submitted the following report:
“SUMMARY

This report is to advise the Governance Committee of certain 2017 activities of the Real
Estate Division regarding the acquisition and disposal of real property.

The Governance Committee is also requested to review and recommend for approval by
the full Board of Trustees revised Guidelines and Procedures for the Disposal of Authority Real
Property and Guidelines and Procedures for the Acquisition of Real Property by the Authority.

BACKGROUND

Pursuant to Subsection C.5 of the Authority’'s Governance Committee Charter relating to
Reports, the Vice President — Procurement and the Director — Real Estate are required to report
to the Committee at all regularly scheduled meetings, and the Committee has the authority to
require Real Estate staff to prepare additional reports and to produce documents for Committee
review. Due to staff reorganization, the Real Estate Division now reports to the Vice President —
Enterprise Shared Services. The position of Director — Real Estate has been replaced with the
Manager — Corporate Real Estate. The 2017 Real Estate reports are being submitted by the Vice
President — Enterprise Shared Services.

The reported activities are governed by various State laws and regulations and are set
forth in the attached Reports.

DISCUSSION

The Report of the Acquisition and Disposal of Real Property for the period January
through December 2017 is attached hereto as Exhibit ‘2c-A.’

Pursuant to the Authority’s implementation of the Public Authorities Accountability Act of
2005 (‘PAAA"), as amended, the Authority’s Governance Committee reviews the Guidelines and
Procedures for the Disposal of Authority Real Property (attached hereto as Exhibit ‘2¢c-B’) and the
Guidelines and Procedures for the Acquisition of Real Property (attached hereto as Exhibit ‘2¢c-C’)
by the Authority annually, and approves any changes to such Guidelines. These Guidelines have
been amended as deemed advisable and necessary, and reviewed and approved by the full
Board of Trustees annually, most recently on March 21, 2017. There are no material changes to
the 2018 Guidelines. The Governance Committee is requested to review the respective
Guidelines and, if appropriate, to recommend adoption by the full Board at the annual meeting to
be held on March 20, 2018.”
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d. Annual Review and Approval of Certain Authority Policies

The Senior Vice President of Human Resources and Enterprise Shared Services
submitted the following report:

“SUMMARY

The Governance Committee is requested to review and recommend the adoption of the
Authority’s Performance Improvement Policy (EP 4.2) (Exhibit ‘2d-A") to the Trustees pursuant to
Section C(1)(e) of the Governance Committee Charter.

The Governance Committee is also requested to recommend that the Trustees delegate
to the President and Chief Executive Officer the authority to modify this policy, as necessary,
except in the event that any powers, duties or obligations of the Trustees would be affected by
such modification.

BACKGROUND AND DISCUSSION

Section C(1)(e) of the Governance Charter requires the Committee to periodically review,
and, as necessary, recommend changes to the Authority’s written corporate policies. Section
2824 of the Public Authorities Law and the Authority’s By-laws require the Authority’s Trustees to,
among other things, establish written policies and procedures on personnel.

The Authority’s policy relating to Performance Improvement (EP 4.2) is before the
Committee for review and recommendation to the Trustees.

RECOMMENDATION

It is recommended that the Governance Committee review and recommend the adoption
of the Authority’s Performance Improvement Policy (EP 4.2) by the full Board of Trustees as
required by Section C(1)(e) of the Governance Committee Charter Policy EP 4.2 — Performance
Improvement.

It is also recommended that the Governance Committee recommends to the Trustees
that the President and Chief Executive Officer be authorized to modify the foregoing policy, as
necessary, except in the event that any powers, duties or obligations of the Trustees would be
affected by such modification.”
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e. 2017 Annual Board of Directors Evaluation
Pursuant to Sections 2800 and 2824 of the
Public Authorities Law and Guidance of
the Authorities Budget Office

The Chair of the Governance Committee submitted the following report:
“‘SUMMARY

The Governance Committee is requested to recommend that the Authority’s Board of
Trustees approve the annual Board of Directors evaluation summary for 2017 (Exhibit ‘2e-A")
and authorize the Corporate Secretary to submit the summary to the Governor, legislative
leaders, the State Comptroller and the Authorities Budget Office (‘(ABQ’) pursuant to Section
2800 of the Public Authorities Law, as amended by the Public Authorities Accountability Act of
2005 (‘PAAA"), within 90 days of the close of the Authority’s fiscal year.

BACKGROUND

The 2009 Public Authorities Reform Act requires that the board of every state and local
public authority conduct an annual evaluation of its performance. Board member comments
are protected from disclosure under Article 6 of the Public Officers Law, but the results of the
assessment are to be provided to the ABO. To the extent that the results of this evaluation
demonstrate the need for the board to improve its performance, amend its practices or
procedures, or clarify its expectations of board members, the board is expected to implement
suitable corrective actions immediately.

FISCAL INFORMATION

There is no anticipated fiscal impact.

RECOMMENDATION

The Governance Committee is requested to recommend that the Authority’s Board of
Trustees approve the annual Board of Directors evaluation summary for 2017 and authorize the
Corporate Secretary to submit the summary to the Governor, legislative leaders, the State
Comptroller and the Authorities Budget Office (‘ABQ’) as required by Public Authorities Law
Section 2800.”

10
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f. Ethics and Compliance Program and Utility
Operations Technical Compliance Report

The Vice President and Chief Ethics & Compliance Officer and the Vice President of
Technical Compliance submitted the following reports:

ETHICS and COMPLIANCE
“SUMMARY

The Office of Ethics and Compliance (‘E&C Office’) advises NYPA's trustees, officers and
employees on the legal, regulatory and NYPA Code of Conduct ethics and compliance standards
relating to NYPA’s employees and operations. It coordinates the investigation of allegations and
concerns involving NYPA's assets and employees. This report highlights significant
developments in NYPA's ethics and compliance program for the period December 12, 2017 to
March 20, 2018.

BACKGROUND

The principal substantive issues arising under the NYS ethics laws and NYPA’s Code of
Conduct investigated or researched since the most recent Governance Committee report on
December 12, 2017 include various requests to engage in outside activities and employment,
several allegations, gifts reporting, paid volunteer time reviews, nepotism and post-employment
analyses.

DISCUSSION
Annual Review

The Ethics & Compliance Office reviewed 309 inquiries during calendar year 2017, a
slight increase over the 2016 total of 303 cases. There were 77 outside activities reviews,
including 28 Paid Volunteer Time (‘PVT’) requests. Under the PVT Employee Policy,
management employees may take up to two days of paid time off each year to volunteer their
time to charities and other established not-for-profit organizations. Many of these requests are for
departmental groups to volunteer together on a project to foster professional relationships and
teamwork to enhance productivity in the office.

In addition, the E&C Office investigated 21 allegations of wrongdoing and evaluated 59
outside employment requests, 30 post-employment scenarios, 42 gifts reviews and 39
unwarranted privilege questions. These cases originated from all of NYPA's locations and
included questions from individual contributors, managers, executives and members of the Board
of Trustees. The following chart illustrates cases by location and type for calendar year 2017.

Columnl BG CEC INEGETE SENY STL WPO TOTALS
Allegations 0 1 0 2 0 7 11 21
Appearance of

Impropriety 0 0 1 0 0 1 2 4
Conflict of Interest 1 1 0 2 0 5 5 14
General Inquiries 0 1 0 0 0 1 5 7
Gifts 1 2 1 8 0 0 30 42
Nepotism 0 4 0 1 1 1 3 10
Outside Activities 5 1 4 8 0 14 45 77
Outside Employment 1 8 7 8 1 3 31 59

11
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Post Employment 1 1 0 1 1 0 26
Unwarranted

Privilege 0 0 1 5 0 4 29
Use of Assets 0 1 1 1 0 1 2
TOTALs 9 20 15 36 3 37 189

Selected Cases

The E&C Office addressed two inquiries related to a proposed solar farm in Northern NY.
In the first instance, a former NYPA employee who is currently appearing before NYPA as an
employee of a vendor was appointed by an elected official in his community to serve on the siting
board review committee for the proposed solar installation. The E&C Office conducted a dual
review, first concerning his appearance before NYPA on behalf of the vendor as it relates to the
NYS Public Officers Law and NYPA Code of Conduct post-employment restrictions, and second,
as it relates to any conflict of interest or appearance of impropriety that may result due to his
current work at NYPA and the potential for this solar farm to eventually tie in to NYPA's
transmission system. It was determined that no post-employment restrictions were violated as
the former employee had separated service more than two years prior to the commencement of
the current vendor contract agreement, and the lifetime bar was not triggered because the work
awarded to this vendor was never contemplated nor performed during this former employee’s
career at NYPA. Itis expected that this NYPA project will be complete in the next 12 months.

The second review relating to the proposed solar farm involved a current NYPA
employee who previously sought and received permission to serve as the elected Town
Supervisor for one of the communities potentially impacted by the proposed project. In his role as
the Supervisor of his community, he was asked to appoint members of his town to the same solar
farm siting board. The employee followed the suggested guidelines provided by the State and
appointed several members to the siting board. Thereafter, he notified NYPA’s E&C Office of his
actions and requested further guidance. The E&C Office instructed him to formally recuse
himself in his elected outside position from any additional discussions or activities related to the
siting of this potential solar installation.

All appointees of siting boards are submitted to the State for selection to the final siting
board. The State has the ability to select one or all from the names submitted for review. At this
time, the State has not selected any members to the siting board committee.

The E&C Office provided guidance to the former NYPA employee and current vendor
representative that he should formally recuse himself from any discussions related to NYPA in the
formal minutes of any and all board meetings if he is selected by the State to serve on this
committee. The E&C Office instructed the current NYPA employee and town supervisor that he
should select a member of his town staff to lead any discussions or work groups related to this
proposed solar farm and should recuse himself on the official record of Town board meetings
whenever this item appears on the official agenda or is raised in open sessions of the board.

A member of the Northern New York Power Proceeds Allocation Board (‘NNYPPAB®)
self-identified a potential conflict of interest prior to a recent meeting in connection with a potential
award to a firm which had previously appeared before the NNYPPAB board member’s private
employer for a sales tax exemption incentive and which was approved. The board member
disclosed this potential appearance of impropriety to the Corporate Secretary’s Office to ensure
that the record reflected that he was not pre-disposed to take any action based on the firm’s prior
appearance before his employer. It was determined that no conflict of interest existed because
the board member’s personal interests are separate from any positions he takes as part of his
official job duties, therefore he had no personal conflict of interest. The member had no personal
or financial interest in the entity seeking an award from the NNYPPAB. Similar situational
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analyses have guided prior conflict of interest scenarios related to members serving on external
NYPA boards.

The chart below illustrates the most recent case totals from the last report to the
Governance Committee.

Albany BG CEC Niagara SENY STL WPO

Allegations 0 0 0 1 0 2 1
Appearance of Impropriety 0 0 0 0 0 0 1
Conflict of Interest 0 0 0 0 0 0 2
General Inquiries 0 0 0 0 0 0 3
Gifts 1 0 1 2 1 0 8
Nepotism 0 2 0 0 0 0 1
Outside Activities 0 1 1 1 2 1 17
Outside Employment 3 1 3 3 2 1 7
Post-Employment 0 0 0 0 0 0 7
Unwarranted Privilege 0 0 0 1 0 1 13
Use of Assets 0 0 0 0 0 0 0
TOTALs 4 4 5 8 5 5 60

TOTALS

W N b

13

28
20

15

91

Internal Collaboration

The E & C Office continues to provide support to the Internal Audit Department as it plans

for upcoming quarterly audits and assessments by providing historical knowledge and case
updates for key subject areas, including fraud and other activities which have led to corrective
actions. This collaboration also provides an opportunity to update Internal Audit staff regarding
ongoing ethics and compliance principles and trends which may be instructive to the group as it
develops more comprehensive audit plans that include ethics and compliance controls.

Collaboration with the New York State Inspector General’s Office and Other External Agencies

NYPA continues to collaborate with the NYS Inspector General’s Office and other
external federal and state agencies in performing investigations of referred cases and providing
requested documentation or information related to ongoing investigations. The E&C Office is
NYPA's liaison for coordinating compliance with investigations affecting NYPA and its business
partners.

Training and Outreach

The Public Integrity Reform Act of 2011 (‘PIRA") requires the presentation of an initial
Comprehensive Ethics Training Course (‘CETC’) to NYS Joint Commission on Public Ethics
(‘fJCOPE’) Financial Disclosure Program participants and refresher training of those employees
who have already completed the CETC every three years thereafter.

The E&C Office provided live training in the White Plains Office and teleconference and
video-conference sessions for employees working at operating facilities and serving on external
governing boards such as the Economic Development Power Allocation (‘(EDPAB’) and the
Northern and Western New York Power Proceeds Allocation Boards (‘NNYPPAB’ and

‘WNYPPAB’). In all, 204 employees and members of NYPA'’s external boards received the CETC

and/or the Comprehensive Ethics Seminar during calendar year 2017.

There is no longer a requirement to certify to these training statistics annually with

JCOPE. Compliance is monitored monthly, and employees requiring training receive delinquency

13
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notices directly from JCOPE each month until such time as their profiles reflect that their training
requirements have been met.

The E&C Office also coordinates required training for designated employees to comply
with the Federal Energy Regulatory Commission’s (‘FERC’) Standards of Conduct relating to
transmission and energy marketing functions and FERC Rules designed to prevent manipulation
of energy markets.

Financial Disclosure

Mandatory Financial Disclosure certifications for NYPA, EDPAB, NNYPPAB and
WNYPPAB were submitted to JCOPE by the statutory deadline of February 28, 2018.

NYPA reported 909 employees in the Financial Disclosure program. Of those, there
were 193 designated policy makers, 404 salary threshold filers and 312 employees serving in title
exempt positions or having received individual exemptions.

The E&C Office continues to provide on-going guidance and information to participants in
the Financial Disclosure program. Trustees and employees will receive internal notification
regarding filing requirements and deadlines via email in late March, followed by official notification
from JCOPE in April. Filings are due on May 15, 2018.

Project Sunlight

Project Sunlight is a publicly available database originating from the 2011 PIRA
legislation and requires all agencies and authorities to submit information related to meetings
between state agencies and authorities and private sector businesses and citizens under five
specific categories; procurement of goods and services, ratemaking, the adoption or repeal of a
rule or regulation, judicial or quasi-judicial matters and regulatory matters. NYPA made 168
entries in the Project Sunlight database during calendar year 2017, and has a total of 974 entries
since the database’s inception on January 1, 2013.

Compliance Activities

Among various Public Authorities Reform Act (‘PARA’) statutory requirements, there are
certain reports and other information which are legally mandated to be filed with external
stakeholders and posted on the NYPA'’s website while being kept current throughout the year.
The E&C Office collaborates with Business Services and the Law Department while working with
the designated NYPA compliance owners to coordinate the identification and posting of these
required documents to ensure NYPA’s PARA compliance.

The E&C Office completed its annual review of all Federal and New York State reporting
and training requirements. This information has been certified to be accurate by the applicable
Authority business units heads, and both the information and certification have been archived in
Content Server.

The E&C Office has developed and deployed two FERC training programs, the FERC
Standards of Conduct and the Anti-Manipulation of the Markets. Employees designated to
complete these training requirements are in compliance with the requirements.

The E&C Office assisted the Reliability Standards and Compliance (‘RS&C’) team in
preparation for the North American Electric Reliability Corporation Critical Infrastructure
Protection (‘NERC CIP’) audit and participated in the audit in Utica last December. This critical
audit resulted in no violations assessed against NYPA.

14
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The E & C office continues to assist the RS&C team with ongoing NERC Reliability
investigations of potential violations in accordance with established procedures.”

RELIABILITY STANDARDS COMPLIANCE
“SUMMARY

This report highlights important aspects of NYPA’s NERC Reliability Standards
compliance management program for the period December 12, 2017 to March 20, 2018. A brief
background statement is followed by discussion of specific Reliability Standards-related topics
affecting the enterprise.

BACKGROUND

Background information related to the origin of the North American Electric Reliability
Corporation (‘NERC’) mandatory standards for reliability and NYPA's obligations to demonstrate
compliance with the standards has been presented in previous reports to the Governance
Committee.

DISCUSSION

Investigations of Possible Violations

During the reporting period, Technical Compliance is reviewing one (1) investigation of a
possible violation of the NERC Reliability Standards.

1. CIP-004 Cyber Security - Personnel & Training: NYPA is responsible for
implementing cyber security training to individual employees who have
authorized electronic or authorized unescorted physical access to BES Cyber
Systems. Upon review it was noticed that some employees had expired training
and their electronic/ physical access to BES Cyber Systems had not been
revoked. The investigation is under review and pending a final determination.

This internal process is viewed by the regulator as evidence that NYPA has a strong
internal compliance program.

NERC Alerts
NERC disseminates information that it deems critical to ensuring the reliability of the bulk
power system via ‘alerts’ designed to provide concise, actionable information to the electric

industry. During the reporting period, NERC did not send out any alerts to the industry.

Risk-Based Evidence Management Program

Technical Compliance implements a Risk-Based Evidence Management Program for
identifying areas of risk and appropriate frequency for evaluation of, and compliance evidence
updates for the NERC Reliability Standards applicable to NYPA. This process ensures that
NYPA'’s compliance program aligns with NERC's risk-based Compliance Monitoring and
Enforcement Program and the NPCC guided self-certification process. In 2018, Technical
Compliance will review and update the evidence for thirty (30) NERC Reliability Standards that
are applicable to NYPA's NERC registrations. Technical Compliance is scheduled to review and
update the evidence for nine (9) NERC Reliability Standards in 1t quarter 2018.

15
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Guided Self-Certification of Compliance

NYPA did not receive any Guided Self-Certification of Compliance notifications during the
reporting period. Technical Compliance has established a rigorous process to ensure that
compliance evidence is updated before NYPA self-certifies compliance with NPCC.

Bulk Electric System (BES) Definition

As stated in earlier reports, the Federal Energy Regulatory Commission (‘FERC’)
approved the new BES definition and NYPA identified over 50 new BES elements that were
subject to the NERC Reliability Standards in July 2016. The new definition applies essentially to
any transmission assets operated at or above 100 kV.

The exclusion exception request (‘EER’) for the Moses-Alcoa (‘MAL’) 115kV transmission
lines that has been reported in previous reports to the Governance Committee is still in process.
In 2017, a NERC-led Review Panel issued its determination and concluded that the MAL lines are
BES facilities and that Alcoa is required to register as the Transmission Owner (‘TO’) and that
NPCC needs to assign the Transmission Operator (‘“TOP’) for the lines. NPCC has established
an alternative time period for completing the review of the subject EER. The time period has
been set to conclude on April 30, 2018. Alcoa is considering the acceptance of NERC's TO and
TOP implementation plan. NYPA's objective is not to be a Transmission Operator.

Critical Infrastructure Protection (CIP) Standards - Versions 5 and 6

During the reporting period, NYPA continued to effectively manage the implementation of
CIP Versions 5 and 6 to include the Southeast New York (‘SENY’) region and the upstate Low
Impact facilities and cyber system assets in the CIP Compliance Program. In parallel, Technical
Compliance continues to engage the internal stakeholders to implement a work plan to establish
a consistent and robust NERC CIP Compliance Program for NYPA's assets. The standardization
of the program requires the implementation of certain controls that exceed, in some respects, the
CIP requirements. This approach ensures program stability, enhances NYPA's security posture,
and aligns with NYPA's enterprise-wide cyber security strategy.

On December 14, 2017, NPCC and FERC concluded NYPA'’s CIP on-site audit. With the
hard work and support of many stakeholders, the outcome of this audit was positive and is a
testament of NYPA’s commitment to its robust NERC Compliance Program. In summary, the
auditors concluded no potential non-compliances, two (2) areas of concern, four (4)
recommendations and fourteen (14) positive observations. Technical Compliance will perform a
gap analysis and develop an implementation plan to address the Regional control room area of
concern which was determined by NPCC during the on-site CIP audit. The gap analysis will
identify areas that need to be addressed, as well as identify recurring work and resource
requirements. Technical Compliance will schedule to meet with NPCC to discuss the plan and
timeline in the second quarter of 2018.”
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3. DISCUSSION AGENDA:

a. Procurement and Related Reports (January - December 2017)

The Vice President of Strategic Supply Management submitted the following report:
“‘SUMMARY

This report is to advise the Governance Committee of certain 2017 activities of the
Procurement Division (rebranded Strategic Supply Management) for NYPA including:
procurement contracts activity, Disposal of Personal Property, Supplier Diversity Program
activities and plant inventory statistics; as well as fossil fuels activities conducted by the Fuel
Planning and Operations Group and Corporate Finance activities conducted by the Treasury
Group.

BACKGROUND

Pursuant to Subsection C.5 of the Authority’'s Governance Committee Charter relating to
Reports, the Vice President of Strategic Supply Management is required to report to the
Committee at all regularly scheduled meetings and the Committee has the authority to require
Procurement and other staff to prepare additional reports and to produce documents for the
Committee’s review.

The reported activities are governed by various state laws and regulations and are set
forth in the attached Reports.

DISCUSSION

As more fully described in the individual reports attached hereto as Exhibits ‘3a-A’
through ‘3a-G,’ the Procurement Contract Report summarizes activity for procurements of $5,000
or greater that were active in 2017, as identified by the Authority’'s SAP Enterprise Resource
Planning (‘ERP’) system. The Disposal of Personal Property Report lists all personal property
(including Fleet-related) disposal transactions over $5,000 conducted during 2017. The Supplier
Diversity Program Activity Report summarizes dollars awarded to New York State-certified
Minority- and Women-owned Business Enterprises (‘(MWBES’) as well as to Service-Disabled
Veteran-Owned Businesses (‘'SDVOBSs’) based on reportable expenditures. The Plant Inventory
Analysis lists current stock value and compares it to that of the previous year, with a brief
explanation for any significant increase or decrease, where applicable. The Fossil Fuels and
Corporate Finance Reports list the fuel- and finance-related transactions conducted by the Fuel
Planning and Operations and Treasury work groups, respectively.

FISCAL INFORMATION

There will be no financial impact on the Authority.

RECOMMENDATION

The Governance Committee is requested to review and approve the Procurement, Fossil
Fuels and Corporate Finance Reports (attached hereto as Exhibits ‘3a-A’ through ‘3g-G’).”

Mr. John Canale, Vice President of Strategic Supply Management, provided a summary of
the procurement and related reports to the Committee. He said that in 2017, Strategic Supply
Management managed nearly 2,900 contracts with a total value of $8.6 billion. In addition, they
added 394 Canals contracts with a value of $219 million, and 1,524 contracts for NYPA. Eighty
percent of the spend was with 70 vendors.
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The key highlights in the spend for 2017 were mostly in the energy efficiency area and
Project Management in support of operations for the LPGP LEM.

In terms of Personal Property Disposal, Strategic Supply Management had some minor
scrap, and some fleet equipment sales totaling $552,000.

Supplier Diversity staff expended $64.7 million which represented about 18 percent of the
spend. It did not reach the 30 percent goal; however, the staff is working with ESD to further
develop a strategy on how that goal can be met.

Treasury staff managed 30.5 percent in M/WBE spend.

Staff had $2.4 million in spend in the Service-Disabled Veterans area, which represented
32 percent of the estimated spend.

In the third quarter of 2017, Supplier Diversity reached the $1 billion mark in M/WBE
payments, a very impressive statistics for the Authority. These numbers also represent Canal
Corporation's purchasing.

Of the resulting breakdown for 2017, 36 percent of the awards were in the construction
area and 43 percent in the commitment and commaodities areas. In addition, 98 percent of the
awards in 2017 were on a competitive basis, with only 2 percent in the single- and sole-source
areas.
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4., Next Meeting

Acting Chair Nicandri said that the next meeting of the Governance Committee is to be

held on Tuesday, July 31, 2018 at a time to be determined.
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Closing

Upon motion made by Trustee Picente and seconded by Trustee Trainor, the meeting was

adjourned by the Acting Chair of the Committee at approximately 8:10 a.m.

Kares. Delince

Karen Delince
Corporate Secretary
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NYPA GUIDELINES FOR PROCUREMENT CONTRACTS

PURPOSE

These Guidelines for Procurement Contracts (“Guidelines™) set forth the policy of the
Authority regarding the solicitation and awarding of procurement contracts. The
provisions of Article 4-C of the Economic Development Law, §8 2879 and 2879-a of the
Public Authorities Law, Articles 15-A and 17-B of the Executive Law and 8§ 139-j and
139-k of the State Finance Law were considered in developing these Guidelines.
Departments and facilities may adopt further procedures to implement these Guidelines.

DEFINITIONS

A.

“Procurement Contracts” are contracts for the acquisition of goods and/or services
in the actual or estimated amount of $5,000 or more. Such goods and/or services
are those necessary to support the Authority’s White Plains office, facilities,
operations and maintenance (“O&M”) and capital projects (as defined in Section
2.0. and 2. P., respectively), including but not limited to goods such as office
supplies, major electrical equipment, construction and maintenance work and
services as more fully described in Section 2.C. below.

“Non-Procurement Contracts” include contracts under $5,000 and contracts for
energy with or without environmental attributes included, capacity, ancillary
services, transmission, distribution or related services in support of providing
service to Authority customers; contracts for differences; financial hedge
contracts (including but not limited to swaps, calls, puts or swap options) and
credit rating services. In addition, Non-Procurement Contracts include direct
placement of advertisements with radio, television, print and electronic media,
periodicals, subscriptions, reference materials or professional research tools,
written materials, fees or tuition associated with continuing education courses,
training courses, conferences, seminars and symposiums, funding agreements, co-
funding agreements, grants or memberships in various industry groups,
professional societies or similar cooperative associations, or any cooperative
projects and procurement activities conducted or sponsored by such organizations
in which the Authority participates.

“Services Contracts” are Procurement Contracts for services of a consulting,
professional or technical nature provided by outside consultants/contractors
(individuals, partnerships or firms who are not and do not employ officers or
employees of the Authority) for a fee or other compensation. Services Contracts
comprise three specific types: Personal Services, Non-Personal Services and
Construction. Personal Services include, but are not limited to: accounting,



architectural, engineering, financial advisory, legal, public relations, planning,
management consulting, surveying, training (when specifically developed by
consultant for the Authority) and construction management. Non-Personal
Services include, but are not limited to: skilled or unskilled temporary personnel,
including clerical office staff, technicians or engineers working under Authority
supervision; maintenance, repairs, and printing services. Construction consists of
craft labor and other services utilizing laborers and/or mechanics not otherwise
considered Non-Personal Services.

Note: Use of such services may be appropriate (1) when a
consultant/contractor possesses special experience, background or
expertise; (2) when there is insufficient Authority staff and retention of a
consultant/contractor is more appropriate or economical than hiring
additional permanent staff; (3) to provide independent external review or a
second opinion; (4) to meet unusual schedule requirements or emergencies
or (5) for a combination of these factors.

“Goods” include equipment, material and supplies of any kind. Procurement
Contracts that include both equipment and services may be classified as
Equipment,” where 60% or more of the total projected contract value will be for
the purchase of equipment, material or supplies.

“Evaluation of Proposals,” as further set forth in Section 4 below, includes as
evaluating factors the Authority’s consideration of a bidder’s skill, judgment and
business integrity.

“Contact” is any oral, written or electronic communication with the Authority
under circumstances where a reasonable person would infer that the
communication was intended to influence the Authority’s conduct or decision
regarding the procurement.

“Relative” is any person living in the same household as the Authority employee
and any person who is a direct descendant of the Authority employee’s
grandparents or the spouse of such descendant, as referred to in Subsection 9.E.1
of these Guidelines.

“Minority- and Women-owned Business Enterprise” (“MWBE”) is defined as any
New York State-certified business enterprise at least 51% of which is owned by
black persons, Hispanics, Native Americans, Asians, Pacific Islanders and/or
women, and as further described in the Authority’s Supplier Diversity Program
Policy and Procedures and Executive Law Article 15-A, and pursuant to the
definition found in Executive Law § 310.

“Small Business” (or Small Business Enterprise, “SBE”), pursuant to Executive
Law § 310 and as used in these Guidelines, unless otherwise indicated, is a
business that has a significant business presence (as defined at 5 NYCRR 140.1)



in New York State, is independently owned and operated, not dominant in its field
and employs not more than 300 people.

“Single Source” is a procurement in which the Authority, upon written findings
setting forth material and substantial reasons, may award a contract (or
amendment to a contract) to one offeror over another that can supply the goods or
services.

“Sole Source” is a procurement in which only one offeror is capable of supplying
the required goods or services.

“Service-Disabled Veteran-Owned Business” (“SDVOB”) is a business
enterprise, including a sole proprietorship, partnership, limited liability company
or corporation that is at least 51% owned by one or more service-disabled
veterans; in which such ownership is real, substantial and continuing, and also has
and exercises the authority to control independently the day-to-day business
decisions of the enterprise; is a Small Business and is certified by the New York
State Office of General Services, as further set forth in Article 17-B of the
Executive Law.

“Discretionary Purchase” is a procurement made below statutorily established
monetary threshold amounts (e.g., not exceeding $200,000 for the purchase of
commodities and/or services from Small Businesses or NY S-certified MWBE or
SDVOB firms, and as further set forth in Sections 3.D and 3.K.5-7) and at the
discretion of the Authority, without the need for a formal competitive bid process.
For the purpose of determining whether a purchase is within the discretionary
thresholds, the aggregate amount of all purchases of the same commaodities and/or
services to be made within the 12-month period commencing on the date of
purchase shall be considered. A change to or a renewal of a discretionary
purchase shall not be permitted if the change or renewal would bring the
reasonably expected aggregate amount of all purchases of the same commaodities
and/or services from the same provider within the 12-month period commencing
on the date of the first purchase to an amount greater than $200,000, pursuant to
State Finance Law § 163.

“Disadvantaged Business Enterprise” (DBE) is a for-profit small business concern
(1) that is at least 51 percent owned by one or more individuals who are both
socially and economically disadvantaged or, in the case of a corporation, in which
51 percent of the stock is owned by one or more such individuals; and (2) whose
management and daily business operations are controlled by one or more of the
socially and economically disadvantaged individuals who own it, pursuant to the
definition found in 49 C.F.R Part 26.

“Operation and Maintenance” (“O&M?”) generally refers to the work or services
necessary to keep the plants, transmission lines, and other equipment and facilities
to include NYPA customers, where authorized, (collectively referred to generally
as an “asset”) in optimal operating condition and/or to restore an asset to its



productive capacity. This includes the cost of inspecting, testing, analyzing and
reporting on the condition of the asset required to determine repairs or
replacement, as well as costs associated with the normal operation and
administration of NYPA’s production/transmission facilities and energy
programs.

“Capital projects” generally refers to the acquisition or construction of new assets,
the replacement and/or betterment of existing assets, equipment or property
(including those of NYPA'’s customers, where authorized). Betterment refers to
an extension of the useful life or improvement in the efficiency and/or capacity of
the asset, equipment or property.

3. SOLICITATION REQUIREMENTS

A

Preparation of the solicitation of proposals for Procurement Contracts is the joint
responsibility of the White Plains Procurement Department (rebranded Strategic
Supply Management, hereinafter “SSM”), or the facilities® SSM Departments, and
the initiating department. Except as otherwise authorized by these Guidelines, a
Request for Proposals (“RFP”) or Request for Quotations (“RFQ”) will be made
available to a minimum of three providers and/or firms (if available) for purchases
valued under $50,000 and a minimum of five providers and/or firms (if available)
for purchases valued at $50,000 and greater, commensurate with the magnitude and
nature of the goods and/or services, and the schedule for performance. Whenever
possible and practicable, notification of the availability of an RFP and RFQ on the
Authority’s Procurement website should be sent to more than five providers.

Prospective bidders on Procurement Contracts may be prequalified by invitation
advertised in the same manner as an RFP/RFQ (referred to as a Request for
Qualifications and/or Request for Information (“RFI”). In such cases, proposals are
requested only from those providers and/or firms whose prequalification submittals
demonstrate sufficient ability and competence (including, but not limited to, the
bidder’s skill, judgment and business integrity) to supply the particular goods
and/or perform the particular services required.

The Authority may withdraw any pending solicitation (including but not limited to
RFPs and RFQs) at any time, for cause or no cause. Any person or entity
submitting any responsive document to the Authority does so at its own cost or
expense and will not be reimbursed by the Authority for the preparation of any
responsive document, unless otherwise agreed to in writing and signed by an
authorized Authority representative.

In order to promote the use of Minority- and Women-owned Business Enterprises
(“MWABESs"), Service-Disabled Veteran-Owned Businesses (“SDVOBs”) and Small
Business Enterprises (“SBEs”), the Authority will solicit offers from such firms
known to have experience in the type of goods and/or services to be provided,
regardless of the type of contract. For the purpose of these Guidelines, the



definitions of NYS-certified MWBE or SDVOB firms and SBEs are set forth in
Sections 2.H, 2.L and 2.1, respectively.

To foster increased use of MWBEs, SDVOBs and SBEs, a single proposal may be
sought, negotiated and accepted for discretionary purchases of goods and/or
services not exceeding $200,000, in the aggregate including all amendments, from a
NYS-certified MWBE or SDVOB firm or an SBE that offers a reasonable price for
such goods and/or services. The award of such proposal requires the written
approval of the Vice President of Procurement. Any subsequent alteration to the
accepted proposal, including, but not limited to, change orders, amendments, or
supplemental terms shall also necessitate the written approval of the Vice President
of Procurement. Furthermore, the award of such procurement contracts will be
noticed on the Contract Reporter website, as further set forth in Section 3.H.

It is the policy of New York State to promote the participation of and maximize the
opportunities for New York State Business Enterprises and New York State
residents in Procurement Contracts. The Authority will endeavor to promote such
participation and to comply with the applicable statutory provisions. In furtherance
of Public Authorities Law 8 2879, the following definitions and actions apply:

1.  “New York State Business Enterprise” is a business enterprise, including a
sole proprietorship, partnership or corporation that offers for sale or lease or
other form of exchange, goods sought by the Authority that are substantially
manufactured, produced or assembled in New York State or services,
excluding construction services, sought by the Authority that are substantially
performed within New York State as further described in Public Authorities
Law § 2879.

2. “New York State resident” isa person who maintains a fixed, permanent and
principal home in New York State to which such person, whenever
temporarily located, always intends to return as further described in Public
Authorities Law § 2879.

3. “Foreign Business Enterprise” is a business enterprise, including a sole
proprietorship, partnership or corporation, that offers for sale, lease or other
form of exchange, goods sought by the Authority that are substantially
produced outside New York State, or services other than construction
services, sought by the Authority that are substantially performed outside
New York State as further described in Public Authorities Law § 2879. For
purposes of construction services, Foreign Business Enterprise is a business
enterprise, including a sole proprietorship, partnership or corporation, which
has its principal place of business outside New York State.

4.  “Discriminatory Jurisdiction” is any country, nation, province, state or
political subdivision thereof which employs a preference or price distorting
mechanism to the detriment of, or otherwise discriminates against, a New



York State Business Enterprise in the procurement of goods and/or services
by the same or a non-governmental entity influenced by the same.

5. Pursuant to Public Authorities Law § 2879, the Authority shall not enter into a
contract with a Foreign Business Enterprise which has its principal place of
business in a Discriminatory Jurisdiction contained on the list prepared by the
Commissioner of the New York State Department of Economic Development
(“DED”). The provisions of this section may be waived by the Authority’s
President and CEO if the CEO determines in writing that it is in the best
interests of the Authority to do so, as further set forth in the above-referenced
law.

6.  Pursuant to Public Authorities Law 8 2879, the Authority will, where feasible,
make use of the stock item specification forms of New York State
manufacturers, producers and/or assemblers, as made available by the
Commissioner of General Services, for any Procurement Contract for the
purchase of goods.

Certain goods and/or services may be procured pursuant to Procurement Contracts
let by any department, agency, officer, political subdivision or instrumentality of
the State (e.g., the New York State Office of General Services (“OGS”)) or Federal
government (e.g., General Services Administration (“GSA”)) or any city or
municipality where the White Plains SSM Department, or facility SSM
Departments, and the initiating department determine that a reasonable potential
exists for cost savings or other benefits to the Authority and have approved the
specifications and proposed terms and conditions of such contract.

Certain Procurement Contracts established by the OGS or GSA require that
authorized users conduct a “mini-bid” (i.e., an abbreviated supplemental
competitive bid procurement process) among prequalified bidders identified in such
established contracts. Certain other Procurement Contracts issued by the Authority
(e.g., for on-call consulting or contracting services) may also utilize a mini-bid
process, typically, in cases of a multiple award, where a contract is awarded to more
than one bidder that meets the Authority’s bid requirements, in order to satisfy
multiple factors and needs as set forth in the bid document. Such mini-bids shall be
conducted by the Authority’s SSM staff (or on behalf of the Authority by an
Implementation Contractor) where applicable and practicable. Within a said
multiple award group, work may be assigned to a specific firm without conducting
a mini-bid, under certain circumstances, including but not limited to: where such
firm possesses specialized expertise and is uniquely qualified to perform such work;
where time constraints, emergency or other critical conditions exist or geographic
location is of primary consideration in order to meet schedule requirements,
respond to emergent issues or otherwise meet the Authority’s needs; or when the
work scope is below a specified monetary threshold. The decision to assign work
without conducting a mini-bid shall typically be made jointly by the SSM and
initiating departments, and shall be documented for the procurement record.






















































































































































































































































































































































































































































Guidelines and Procedures for the Acquisition of Real Property

REDLINE CHANGES



V.

4.6

4.6.1.

4.6.2.

relevant documentation to the Authority’s Environmental Division to determine
whether the Acquisition of Real Property is in compliance with the State
Environmental Quality Review Act, and whether it adheres to the American Society
of Testing and Material’s Guidelines for Environmental Site Assessments, if

applicable.

Public Authorities Law Section 2879-a establishes a framework for the Office of
the State Comptroller (“OSC”) to review and approve certain Public Authority

contracts.

Any contract in excess of $1,000,000 that is to be awarded by a state authority 1)

to a “single source” or “sole source”, or pursuant to any other means of

procurement that is not competitive, or 2) where the monies to be paid in whole or __ - - Formatted: Font: Not Bold

in part have been appropriated by the state to the state authority for such
contractual expenditure (“Leligible Ceontract”), must be reported in advance of
execution to the OSC. Upon execution, all such Eeligible Ceontracts must be filed

with the OSC within 60 days.

If the OSC has previously identified a contract or category of contract as
“reviewable” (“Rreviewable Ceontract)”, such Reviewable Ceontract must
include language stating that it is subject to OSC approval and the executed
Reviewable Ceontract submitted to the OSC for review. If the OSC does not act

to disapprove the contract within 90 days, the contract is valid.

ETHICAL CONSIDERATIONS












http://livelink.nypa.gov/otcs/cs.exe/fetch/2000/66655/66539/16204176/EP_0.0_NYPA_Disclaimers.pdf?nodeid=16204177&vernum=-2
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